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PURSUANT TO VA. CODE 5 45.1-361.20l
(2) POOLINQ OF Z~S IN
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LEGAL DESCRIPTIOM:

DRZLLZNG Uk(IT SERVED BY WELL NUMBERED

910CV TO SE DRILLED ZN THE LOCATION
DSPICISD ON HSEISIT A HERETO,
GRUNDY (()l}BHEANBLH
SQBPH BSB55)g NRQZSSERZAL DISTRICl'

COUNTY VIRGINIA.
(the "Subject Lands" are more particularly
described cn Eahkbkt A attached hereto
and made a part hereof)

REPORT OP THB BOARD

FINDINGS AND ORDER

1. Nsarino Date and Place: This matter came cn for hearing before the virginia Gas and
okl Board (hereafter "Soard") at 9:00 a.m. on February 17, 2009 at the Southwest Highez Education
Center, Campus of Virginia Highlands community college, Abingdon, virginia.

2. Anoeaaances: Nark Swarta, Esquire, of the firm swartz Law offices, pLLC, appeared
for the Applicant. Sharon N.B. Pigeon, Assistant Attorney General wae present to advise the Board.

3. Juriscliction and Notice: pursuant to va. Code 5 45. 1-361.1 et seq., tha Boar& finds
that it has jurisdiction over the subject matter. Based upon the evidence presented by Applicant,
the Board also finds that the Applicant has (I) exercised due diligence in conducting a meaningful
search of reasonably available sources to determine ths identity and whereabouts of each gas and oil
owner, coal owner, oz mineral owner having an interest in Subject Drilling Unit under'lying and
comprised of subject Lands; (2) has represented to the Board that it has given notice to those
parties (hereafter sometimes "person(s)" whether referring to individuals, corporations,
partnezships, associations, companies, businesses, trusts, joint ventures or other legal entitias)
entitled by va. Code 5 45.1-361.19 to notice of the Application filed herein; and (3) that the
psrscms sat forth in their Application and Notice of Hearing have been identified by Applicant
through its due diligence as Owners or Claimants of Conventional Gas interests underlying Subject
Drilling Unit, including those set out in Enhibit S-3 who have not heretofore leased, sold or
voluntarily agreed with the Applicant to pool their Qas interests in Subject Drilling Unit.
ccmflicting Qas owners/claimants in subject Drilling Unit are listed on Ewhkbit s. Further, the
Board has caused notice of this hearing to bs published as required by Va. Code 5 45.1-361.19.B.
Whereupon, the Board hereby finds that the notices given herein satisfy all statutory requizeamnts,
Board rule raquirmsents and the minimum standards of dus process.

4. Amandrmnts: None

5. Dismissals: None

6. Relief Rauuested: Applicant requests (1) that pursuant to Va. Code 5 45.1-361.20,
the Board establish subject Drilling Unit to be served by Nell 910CVl and (2) that pursuant to Va.



Code 5 45.1-361.21, the Board pool the rights, interests and estates in and to the conventional Gas
of the known and unknown persona listed in the attached Exhibit S-3, and that of their known and
unknown heirs, executors, administrators, devisees, trustees, assigns and successors, both imsmdiate
and remote, for the drilling and operation, including production, of conventional Qas frma the
Subject Drilling Unit established for Subject Pormations underlying and comprised of the Subject
Lands, (hereafter scmetisms collectively identified and referred to as "Nell Development and/or
Oparatitm in ths Subject Drilling Unit" ); and, (3) that the Board designate cNE Qee cumpsmy LLc
as Unit Operator.

7. Relief Granted: The reguested relief in this cause shall be and hereby is granted.

7.I The soard hereby: (I) establishes Bubject Drilling Unit pursuant to va. code 5 45.1-
361.20; (2) pursuant to va. coda 5 45.1-361.21.c.3,CNE Gas company LLO (hereafter "Unit
Operator" ) is designated as the operator authorised to drill and operate Neil Ho. 910cv
in the Subject Drilling Unit at the location depicted on ths plat attached hereto as
Exhibit A to produce conventional Gas fram subject pormations, subject to tha permit
provisions contained in 5 45.1-361.27 et sag., Code of Virginia, 1950 as amended, to 5 4
VAC 25-150 et seg., Qas and Oil Regulations and to 5 4 VAC 25-160 et eeg., Virginia Gas
and Oil Board Regulations, all as amended fran time to time; and (3) ths rights,
interests and estates in and to the Conventional Gas in subject Drilling Unit including
those of tha known and unknown persons listed an Exhibit 8-3, attached hereto and made a
part hereof, and their known and un)uxmm heirs, executors, administrators, devisees,
trustees, assigns and successors, hath issaadiata and remote, be and hereby are pooled in
the subject Formations in the Subject Drilling Unit underlying and comprised of the
subject Lands. There aze no applicable field rules and the unit is subject to statewide
spacing reguirements of Va. Code 5 45.1-361.17.

8. Election and Election period: In the event any Qas owner named in the Application
. and Notice of Haarfng has not heretofore reached a voluntary agraeaent to share in the operation of
the well to be located in Bubject Drilling Unit at a rate of payment mutually agreed to by said Gas
owner and the operator, then, such person may elect one of the options set forth in paragraph 9
below and must give written notice of his election of the option selected under paragraph 9 herein
to the designated Unit Operator at the address shown below within thirty (30) days from the date of
receipt of a copy of this order. A timely election shall be deemed to have been made if, on or
before the last day of said 30-day period, such electing person has delivered his written election
to the designated Uait Operator at tha address shown below or has duly postmarksd and placed his
written election in first class United States mail, postage prepaid, addressed to the Unit Operator
at the address shown below.

Election Ontions:

9.1 Ootion 1 - To Particinate In The Devalcmment and Operation of the Drillinu
Unit: Any Qas Owner or Claimant named in Exhibit 8-3 who has not reached a
voluntary agreement With tha Operator may elect to participate in the Nell
Develc5ment and Operation on the Bubject Drilling Unit (hereafter
"Participating Operator" ) by agreeing to pay tha estimate of such
Participating Operator'0 proportionate part of the actual and reasonable
costs, including a reasonable supervision fee, of the Nell Development and
Operation, as more particularly set forth in Virginia Qas and Oil Board
Regulation 4 VAC 25-160-100 (herein "Completed for Production Costa" ).
Purther, a Participating Operator agrees to pay the estismte of such
Participating Operator's proportionate part of the Estimated, CosSQeted-for-
Production Costs ae set forth below to the Unit Operator within forty-five
(45) days from the later of the date of mailing or the date of recording of
this Order. The estimated Completion-for-Production Costs for the Subject
Drilling Unit aze as follows:

Estimated, completed-for-Production costs: 8637,027.94

Any gas owner and/or claimants named in Exhibit 8-3, who elect this option
(Option 1) understand and agree that their initial payment under this optionis for their proportionate share of the Applicant's estimate of actual costs
and expenses. It is also understood by all persons electing this option that
they are agreeing to pay their proportionate share of the actual costs and
expenses as determined by the Operator named in this Board Order.

A Participating Operator's proportionate cost hereunder shall be the result
obtained by multiplying the Participating Operators'Percent of Unit" times
ths Completed-for-Production Cost set forth above. Provided, however, that in
the event a Participating Operator elects to participate and fails or refuses



to pay the estimate of his proportionate part of the Completed-for-Production
Coat as set forth above, all within the ties set forth herein and in the
manner prescribed in Paragraph 5 of this Order, than such participating
Operator shall be deemed to have elected not to participate and to have
elected compensation in lieu of participation pursuant to Paragraph 9.2
herein.

9.2 Option 2 - To Receive A Cash Sonus Consideration: In lieu of participating
in the Mell Development and Operation of Subject Drilling Unit under
Paragraph 9.1 above, any Gas Owner or Claimant named in Smhibit S-3 in the
unit who has not reached a voluntary agreement with the Operator may elect to
accept a cash bonus consideration of 55.00 pez net mineral acre owned by such
person, cosmencing upon entry of this Order and continuing anaually until
cosssencesmnt of production from subject Drilling Unit, and thereafter a
royalty of 1/9th of 0/Sths (twelve and one-half percent (12.50)l of the net
proceeds received by the Unit operator for the sale of the Qas produced from
any Well Development and Operation covered by this Order multiplied by the
Gas owner's percentage Interest within Unit as set forth in the Application
and Notice of Nearing (for puzposes of this Order, net procesda shall be
actual proceeds received lees post-production costs incurred downstream of
the wellhead, including, but not limited to, gathering, compt'ession,
treating, transportation and marketing caste, whether performed by Unit
Operator or a third person) as fair, reasonable and equitable compensation to
be paid to said Qas owner. The initial cash bonus shall become dua and owing
when so elected and shall be tendered, paid or eecrowed within one hundred
twenty (120) days of recording of this Order. Thereafter, annual cash
bonuses, if any, shall become due and owing on each anniversary of the date
of recording of this order in the event production from Subject Drilling Unit
hae not theretofore ccemmnced, and once due, shall be tendered, paid or
escrowed within sixty (50) days of said anniversary date. Once the initial
cash bonus and the annual cash bonuses, if any, are so paid or escrowed, said
payment(s) shall be satisfaction in full for the right, interests, and claims
of such electing Qas owner in and to the Gas produced from subject pozeation
in the subject Lands, except, however, for the I/0th royalties due hereunder.

Subject to a final legal determination of ownership, the election made under
this Paragraph 9.2, when so made, shall bs satisfaction in full for the
right, interests, and claiam of such electing parson in any Well Development
and Operation covered hereby snd such electing person shall be deemed to and
hereby does lease and assign its right, interests, and claims in and to the
Gas produced tram subject pozmation in the subject Drilling Unit to the
Applicant.

9.3. Ontion 3 - To Share In The Develcmment And Ooezation As A Ncn-Pazticinatinc
Person on A Carried sasis And To Receive Consideration In Lieu Of cash: In
lieu of participating in the well Development and operation of subject
Drilling Unit under paragraph 9.1 above and in lieu of receiving a cash bonus
ccmsideration under Paragraph 9.2 above, any Gas Owner oz Claimant named in
~xhibit 5-3 hereto who does not reach a voluntary agreement with thm Operator
may elect to share in ths well Development and Operation of Subject Drilling
Unit on a cart'iad basis (as a "Carried well Operator" ) so that the
proportionate part of the Completed-for-Production Costs hereby allocable to
such Carried well Operator'0 interest is charged against such carried well
Operator's share of production from Subject Drilling Unit. Such Carried Well
Operator'0 rights, interests, and claims in and to the Qas in Subject
Drilling unit shall be deemed snd hereby are assigned to the Unit Operator
until the proceeds from the sale of such carried Wall operator'0 share of
production from subject Drilling Unit (exclusive of any royalty, excess or
overriding royalty, or other non-operating or non cost-bearisg burden
reserved in any lease, assignmant thereof or agreement relating thereto
covering such interest) equals three hundred perceat (3000) for a leasedinterest or two hundred percent (2000) for an unleassd interest (whichever is
applicable) of such Carried Well Operator's share of the Completed-for-
Prcduction Costs allocable to the interest of such Carried Well Operator.
When the Unit Operator recoups and recovers from such Carried well Operator's
assigned interest the amounts provided for above, then, the assigned interest
of such Carried Well Operator shall automatically revert back to such Carried
well Operator, and fran and after such reversion, such Carried Well Operatorshall be treated as if it had participated initially under Paragraph 9.I
above; snd thereafter, such participating person shall be charged with and



shall pay hie proportionate part of all further costs of such well
development.

Subject to a final legal determination of camership, the electian made under
this Paragraph 9.3, when so made, shall be satisfaction in full for the
right, interests, and claims of such electing parsee in any well development
and operatioa csacred hereby and such electing person shall be deemed to have
and hereby does assign his right, interests, and claims in and to the Gas
praduced free Subject Pozeation in the Subject Drilling Gait to the Unit
Operator for the period of time during which his interest is carried as above
provided prior to its reversian back to such electing person.

10. Pailure to Proaerlv Sleet: In the event a parsee named in Bxhibft B-3 hereto does
not reach a voluntary agreement with the Applicant and fails to do so within the time, in the
manner, and in accordance with the tares of this order one of the alternatives set forth in
Paragraph 9 abave for which his interest qualifies, then such person shall be demaed to have elected
not to participate in tha proposed Well Development and Operatian in Subject Drillisg Unit and shall
be deemed, subject to any final legal detensination of ownership, to have elected to accept assatisfactizm in full for such person's right, interests, and claims in and to tha Qas the
consideratian pravided in Paragraph 9.2 above for which its interest qualifies aad shall be dsesedto have leased aud/or assigned his right, interests, and claims in and to Oas in the SubjectDrilling Unit to the Unit operator. persons who fail to properly elect shall be deesmd to have
accepted the ccepensatian and terms set forth herein at Paragraph 9.2 in satisfaction in full fortha right, interests, and claims of such person in and to the Gas produced fram Subject pozmation
underlying Subject Lands.

11. Default Bv Particinatina Person: In the event a persan nesed in Bxhibit B-3 electsto participate under paragraph 9.1, but fails or refuses to pay, to secure the payeent oz to make an
azrangesent with the Unit Operator for the payeent of such person's proportionate part of theBstieated Completed-for-production coats as set forth herein, all within the tine and in the manner
as prescribed in this Order, then such person shall be deemed to have vithdrawn his election toparticipate and shall be deemed to have elected to accept as satisfaction in full for such parsan'4
right, interests, and claies in aml to the Oas the ccmsideratiaa provided in paragraph 9.2 above foz
which hie interest qualifies depending on the excess burdens attached to such interest. whereupon,
any cash bonus consideration due as a result of such deemed election shall be tendezed, paid oz
escrowed by Unit Oper'ator within one hundred twenty (120) days after ths last day cm which such
defaulting person under this Order ehauld have paid his propoztionate part of such cost or should
have made satisfactory arrangessnts foz the payment thereof. when such cash bonus coasideration is
paid or escrowed, it shall be satiefactian in full for the right, interests, aad claims of suchparsee in and to the Gas underlying subject Drilling Unit ia the subject Lands covered hereby,except, however, far any 1/4th royalties which wauld became due pursuant to Paragraph 9.2 hereof.

12. Assigmsent of Interest: In the event a parson named in Bshibit B-3 is unable toreach a voluntary agremaent to share in tha well Developmeat and Operation contemplated by this
Order at a rate of payment agreed to mutually by said Owner or Claimant and the Applicant, and saidperson elects or fails to elect to do other than participate under paragraph 9.1 abave in the well
Devalapment and Operation in Subject Drilling (AIit, then such person shall be deemed to have andshall have assigned unto Applicant such person'4 right, interests, and claims in and to said well,in subjeot pozeations in subject Drilling Unit, and other share in and to Gas production to whichsuch perscm eay be entitled by raasan of any electioa or deemed election hereunder in accordmicewith the provisioas of this Order gavezning said elections.

13. Unit ODerator (or Ooerator): CWR Oas Caepany LLC, shall be and hereby is designatedae Unit operator aathorised to drill and operate well No. plocv in subject pozmatians in subjectDrilling Unit, all subject to the permit provisions contained in va. code 5 45.1-351.27 et seq., 554 VAC 25-150 et seq., Oas aad Oil Regulations and 55 4 VAC 25-140 et saq., Virginia Qas and OilBeard Regulatioae, all as msended fram ties to ties, and all elactians required by this Order shallba comnunicated to Unit Operator in writing at the address shown below:

CNX Qas Csm5(aay LLC
2441 John IAlsh Blvd.
Bluefield, IN 24701
Attn> Anita D. Duty

14. casmencement of Ooerations: Unit operator shall ccmmence or cause to ccessenceopezaticme for the drilling of the well covered hereby within seven hundred and thirty (730) daysfnm the date of this onier and shall prosecute the sane with due diligence. If Unit operator shallnat have so casmenced and/or prosecuted, then this order shall tenainate, except for aay cash seasheccming payable hereunder; otherwise, unless sooner tenainated by Order of the Board, this ordershall expire at 12:00 P.W. on the date au whish the well covered by this Order is pensanentlyabandoned and plugged. However, in the event an appeal is taken from this Order, then the time



between the filing of the Petiticm for Appeal and the final Order af the Circuit Court shall be
excluded in calculating the two-year period referenced herein.

15. Oserator' Lien: Unit Operator, in addition to the other rights afforded hereunder,
~hall have a lien msd a right of set off an the Oas estates, rights, and interests cwued by any
person subject hereto who elects to participate under Paragraph 9.1 in tha 8ubject Drilling Unit to
the exteat that aoste Incurred in tha drilling or operation on the Subject Drilling Unit ara a
charge against such persaa' interest. 8uch liens and right of set off shall ba separable as to
each separate parsee and shall remain liens until tha Unit Operator drilling oz aperatisg the wall
caverad hereby has been paid the full msounts due under the terms of this order.

26. Sscrcw provisions.

Applicant has represented to tha Soard that there are ao unknown and/or unlaoatabla Gas
cwners within subject orilling Unit whose interests are subject to the escrow requiremeats of
Paragraph 16.1 in the Subject Drilling Unit; and, the Applicant has represented to ths Soard that
there are ao canflicting claimants in the 8ubject Drilling Unit whose payments are subject to the
provisions of Paragraph 16.2 hereof. Therefore, by the Order and ualess and until otherwise ordered
by the Soard, tha Secrow Agent is mot required to establish an interest-bearing sscrcw account for
the 8ubject Drilling Unit and to receive and account to tha guard pursuant to its agreement foz the
escrowed funds hereafter described paragraphs 16.1 and 16.2 c

Naahavia Namk, N.A.
VA7$ 1$
PRO. Sax 14051
Roanoke, VA 28058
Attentinmc O)mfy purger

16.1 Sscrow Provisions foz Unkncnm or Unlocatabla Personae If any paysmnt of bonus,
rayalty paysmnt or other payaent due and cwing cannot be made because the person
entitled thszeto cannot hs located ar ie unknown, then such cash beaus, royalty payment
or other payment shall not be commingled with any funds of the Un).t Operator and shall,
pursuant to Va. Code 5 45.1-361.21.D, be deposited by the Operator iato the Secraw
Account, camencing within oas hundred twenty (120) days ot recording of this Order,
aud continuing thereafter on a acethly basis with each deposit to be made by a date
which is no later than sixty (60) days atter the last day ot the month being reported
and/or for which fuuds are subject to deposit. Such funds shall ba hald for the
exclusive use of, and cola benefit of the parean entitled thereto until such tunds can
be paid to such person( ~ ) or until the Sscrow Agent relinquishes such funds as required
by law or pursuant to order of the gourd in accordaaca with va. coda 5 45.1-361.21.D.

16.2 SSCZCW PrOVieiane Far CamfliCtinu Claiaantec If any payment Of banue, rOyalty
payment, proceeds in excess of angoing operational expenses, or other paycmnt due and
cwing under this Order cannot be made because the person entitled thereto cannot be made
certaia due to cantlicting claims ot ownership and/or a detect or cloud on the title,
then such cash bonus, royalty payment, proceeds in excess of ongoing apsratiaaal
expenses, or other payment, tagsthaz with Participating Operator'e Propoztiaaate Costs
paid to Ikcit Operator pursuant to Paragraph 9.1 hersot. if any, (1) shall not be
caascingled with any funds of the Unit Operator; and (2) shall, pursuant to Va. Code SS
45.1-351.22.5,.2, 45.1-361.22.A.3 and 45.1-361.22.A.4, be deposited by the Operator into
ths Sscrow Account within oaa hundred twenty (120) days ot recording of this brder, and
continuing thereafter on a maathly basis with each deposit to be made by a date which is
uo later thea sixty (60) days after the last day of the mcncth being reported aad/or for
which funds ara subject to deposit. Such tunds shall be held tor the exclusive use of,
and sole benefit ot, the person entitled thereto until such funds can be paid to such
person ( ~ ) or until the Ssczcw Agent relinquishes such funds as recpcired by law or
pursuant to Order of the Soard.

17. Snecial Findinus: The Soard specifically and specially finds:

17.1. CSS Sss Osmpaay LLC is a Virgin).a limited liability campany. Applicant is duly
authorised and qualitied to transact business in the CcsccanWealth of Virginia;

17.2. CNS Sas Canpauy LLC is an aperator in the Ccsmcmwaalth of Virginia, and has satisfied
the soazd's requirements tar operations in virginia;

17.3. CSX Ses Cempany LLC claims ownership ot Gas leases
on 93.7495 percent o! Subject Drilling Unit and tba right to explore
for, davelap and produce Oas traa sane;



17.4. Applicant has praposed the drilling of Well P10CV to a depth of
7100 fest on the Subject Drilling Unit at the location depicted
in Rshibit A to develop the pool of Oas in Subject Poraatiaas, snd
to ccmylete aad aperate Nell 910CV tor the purpose of producing
Coaventianal Oas.

17.5 Tha estimated productian of the lite of the proyosed Well is 400 ISKt.

17.6 With this Applicatiau, notice was provided to everyaua claiming an c«aerehiy interest
relative to the yroductiau of caaveational gas in the Subject Drilliag Unit. Set
iorth in Rxhtbit 0-3, is the name and last known address 05 cash Owner or Claieant
identified by the Applicant as Oas owners in Subject Drilling Unit who hss not, in
writing, leased to the Applicant or the gait Operator or agreed to voluntarily yool
his interests in Subject Drilling gait for its develapasnt. Oas interests unleaeed
to the Operator aud listed in Rxhibit 5-3 rept'esent 6.2502 percent of Subject
Drilling Unit(

17.7 Ayplicant'5 evidence established that the fair, raasauable
and eguitable compensation to be paid to any perscm in lieu
of the right to particiyate in the Wells are those oytione
provided in Paragraph 9 shovel

17.5 Tha subject Drilling unit does not constitute an unreasonable
or arbitrary exercise ot Ayylicant'5 right to explore for or
prodllce gael

17.9 The relief requested and granted ie just and reascmable, is
supparted by substantial evidence snd will afford each persan
listed snd named in Rxhibit 5-3 hereto the ayportunity to
recover or receive, withcmt unnecessary expense, such person'
just snd fair share of the production from Subject Drilling
Uait. The granting of the Ayylicaticm snd relief regueeted
therein will ensure to tbs extent possible the greatest
ultimate recovery ot Caaveational Oas, prevent or assist in
preventing the various types o5 waste prohibited by statute and
protect or assist in protecting ths correlative rights of all
percuss ia the subject ccssaon sources of supply in the Subject
Lands. Therefore, the Roard is entering an Order granting the
relief herein eet forth.

10. Railina Of Order Aud Piliacl Of Affidavit: Applicant or its Attorney shall file sn
atfidavit with the Secretary of the Rcmrd within sixty (60) days after tha date o5 recording of this
order stating that a true and correct copy of said order was mailed within seven (7) days frcm the
data of its receiyt by the Unit Operator to each Respcmdent named in Rahtbtt 0-3 pooled by this
Order sud whose address is kncxm.

19. Availabilitv of Unit Records: The Director shall provide all perecms not subject to
a lease with rmcmable access to all records for Subject Drilling Unit which are submitted by the
Unit Operator to said Director and/sr his Inspector(s) .

20. Ccmclusicm: Therefore, the requested relief and all terse and provisions set forth
above be aud hereby are granted and IT IS 80 ORDRRRD.

21. Afgmale: Appeals of this Order are governed by the provisions of Va. Code Aun. 5
45.1-361.9which yrovides that any order or decisiau of the Roard nay be appealed to the ayproyriate
circuit court.

22. Rffective Date: This Order shall be effective ae of the data of the Roard'e approval
o5 this Applicatian, which is set forth at Paragraph 1 shave.



DONE AND EXECUTED this 8 / day of4La~
2009, by a majority of the Virginia Gss 'and Oil Board. (J

bradley ~Chsnman

DONE AND EXECUTED this 8) day of /5 &~7
2009, by a majority of the Virginia Gss snd Oil Board.

Davtd E.Asbury, Jr.
rincipal Executive to the Staff
Virginia Gss and Oil Board

STATE OF VIRGINIA
COUNTY OF RUSSELL:

g
Aclmowledged this ~~ day of , 2009,
personaHy before me a notary public in and for the Cosknonwealth ofVirginia, appeared
Bradley Lambert, being duly sworn did depose snd say that he is Chairman of the
Virginia Gas snd Oil Boml snd David E.Asbury, Jr., being duly sworn did depose and
say that he is Principal Executive to the Sta8'of the Virginia Gss snd Oil Board, that they
executed same and were authorized to do so.

Diane J. Davis

My Commission Expires September 30, 2009
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CNX Gas Company LLC
UNIT F 10CV
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